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Carter's  FY  80  Budget 

Triumph  of  Military  over  Human  Values 


Compute  your 
personal  contribu¬ 
tion  to  the 
U.S.  military 
machine  below: 


_ X  .32  = _ 

Your  tax  from  line  for  current 

54  of  1040  (or  military  spending 

line  13of  1040A) 

_ x.l5  = _ 

Your  tax  from  line  for  cost  of  past  wars,  veterans, 

54  of  1 040  (or  war-related  national  debt  interest 

line  13of  1040A) 


The  budget  which  Pres.  Carter  submitted  to  Congress  Jan.  22 
would  increase  military  spending  more  than  $10  billion — the  third 
successive  year  Carter  has  increased  the  military  budget.  In 
previous  years  he  also  significantly  increased  civilian  programs. 
Now,  with  pressures  mounting  to  cut  the  government  deficit,  he 
has  chosen  guns  over  butter.  The  specter  of  the  Soviet  "threat” — 
and  perhaps  the  possibility  of  Pentagon  defection  on  the  SALT  II 
Treaty — have  triumphed  over  the  realities  of  5,900,000  un¬ 
employed,  urban  decay,  and  rural  poverty.  Security  is  sought 
through  building  up  a  Maginot  Line  of  missiles,  tanks,  and  ships, 
rather  than  in  fashioning  a  society  which  sets  a  global  standard  for 
meeting  the  needs  of  its  citizens. 

If  you  disagree  with  the  President’s  priorities,  let  your 
^  legislators  know  in  visits  or  letters.  They  vote  on  overall 
priorities  in  the  First  Budget  Resolution  in  late  April  or  early 
May  and  on  specific  authorization  and  appropriation  bills  this 
spring  and  summer. 


Military  spend-  All  pxjblic  schools:  All  U.S.  proper-  All  public  wel-  All  private  phil- 

ing.  Proposed  elementary,  se-  ty  taxes  (1976)’  fare,  federal,  anthrophy:  reli- 

FY  80  budget  condary,  higher.  state,  &  local  gion,  education, 

authority  Current  expend-  M976)*  health,  welfare, 

itures  and  capi-  cultural  (1977)’ 

tal  outlays  (1 978  est.)* 


Police,  fire,  san¬ 
itation  (1976)* 


UN  and  related 
agencies,  contri¬ 
butions  from  all 
1 49  member  govts. 
(U.S.  share:  .6) 
(1977) 


Cost  of  U.S. 
Congress  and 
ludiciary.  Pro¬ 
posed  FY  80 
budget 
authority 


Tobacco 

16.1 


Alcoholic 

Beverages 

26.0 


Alcoholic  bever¬ 
ages  &  tobacco. 
All  U.S.  per¬ 
sonal  expendi¬ 
tures  (1976)* 


1 978  Statistical  Abstract  of  the  U.S.  Department  of  Commerce.  Figures  are  fcr  latest  available  year. 
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SEEKING  SECURITY  THROUGH  ARMS  SPENDING 


What  is  the  rationale  for  $10  billion 
more  in  U.S.  military  spending? 

Defense  Secy.  Harold  Brown  gives  two 
basic  reasons:  (1)  to  counter  the  long¬ 
term  Soviet  military  build-up  and  (2)  to 
meet  Pres.  Carter's  pledge  to  NATO  to 
increase  U.S.  military  spending  by  3%  a 
year  beyond  inflation. 

Keeping  up  with  the  Russians.  Soviet 
and  U.S.  leaders  share  the  illusion  that 
somehow  national  security  can  be  ad¬ 
vanced  through  increased  military  might. 
Both  ignore  the  basic  fact  that  their 
nations  are  immeasurably  more  vul¬ 
nerable  to  devastation  than  they  were 
when  the  competition  began  in  1946.  And 
their  insecurity  increases  as  new  and 
more  dangerous  weapons  and  doctrines 
are  developed. 


Pentagon  critics  have  a  new  tool  to 
challenge  the  military’s  incessant  re¬ 
quests  for  more  funds.  The  Price  of 
Defense,  by  the  Boston  Study  Group 
(composed  of  independent  researchers 
from  I  larvard,  MIT,  ami  elsewiiere), 
examines  military  spending  from  a  zero- 
based  budgeting  approach.  They  first 
define  the  function  of  the  military  and 
then  justify  each  program  in  light  of  that 
function. 

The  Boston  Study  Group  agrees  with 
the  Pentagon  that  the  role  of  U.S.  military 
forces  is  to  deter  nuclear  attack  on  the 
U.S.  or  its  allies  and  to  deter  conventional 
war  in  the  industrial  world.  However, 
their  recommendations  for  achieving  that 
task  would  bring  about  a  40%  reduction  in 
military  spending  over  the  next  10  years. 
For  the  first  year  they  recommend  an  $18 
billion  cut  in  total  obllgational  authority 
and  a  $5  billion  cut  in  outlays.  These 
represent  real  decreases  of  10%  and  1% 
respectively,  compared  with  Carter’s  3% 
real  increase. 

The  Group  would  give  up  all  except 


Moreover,  the  Soviet  Union  has  sta¬ 
tioned  as  much  as  25%  of  its  ground  and 
tactical  air  power  on  the  border  with  the 
People’s  Republic  of  China,  according  to 
Secy.  Brown.  How  does  this  represent  a 
threat  to  the  United  States  which  should 
be  matched  dollar  for  dollar? 

Similarly,  the  Soviet  Union  has  some  4.4 
million  people  under  arms;  the  U.S.,  2.1 
million  (which  accounts  for  about  50%  of 
total  U.S.  military  costs).  Why  should  the 
comparison  game  use  vast  Soviet  man¬ 
power  costs  to  push  up  U.S.  military 
spending? 

The  3%  pledge  to  NATO.  On  Dec. 
21,  Sen.  Howard  Metzenbaum  OH  and 
five  colleagues  noted  that  a  recent 
General  Accounting  Office  study  of  55 


5,000  warheads  on  31  Poseidon  sub¬ 
marines  as  a  nuclear  deterrent.  All  new 
strategic  systems,  such  as  the  M-X  and  the 
cruise  missile,  as  well  as  most  tactical 
nuclear  weapons,  would  be  abandoned. 
Conventional  forces  capable  of  inter¬ 
vention  around  the  world  would  also  be 
cut  drastically.  Military  manpower  would 
be  reduced  from  2.1  to  1.4  million.  If  the 
Boston  Study  Group’s  proposals  were 
adopted,  the  U.S.  would  have  a  less 
expensive,  less  provocative,  and  less 
dangerous  military  policy — a  crucial  first 
step  toward  far-reaching  disarmament. 

Members  of  Congress  and  their  aides 
should  be  urged  to  study  this  proposal. 

Hardcover  copies  of  The  Price  of 
Defense,  published  by  Times  Books,  can 
be  purchased  for  $15.  A  summary  of  the 
book  appeared  in  the  October  1978 
Scientific  American  under  the  title  “A 
New  Strategy  for  Military  Spending.” 
Reprints  are  available  for  40(t  each 
(minimum  $5)  through  W.H.  Freeman 
and  Co.,  660  Market  St.,  San  Francisco,  CA 
94104. 


major  Pentagon  projects  disclosed  $57 
billion  in  costs  attributable  to  “waste,  bad 
planning,  and  outright  mismanagement." 
Other  signers  of  the  letter  to  Carter 
urging  cuts  in  military  spending  were 
Sens.  Proxmire  Wl,  Hatfield  OR,  Stafford 
VT,  McGovern  SD,  and  Nelson  Wl. 

Carter’s  3%  policy  rewards  waste  and 
bad  management  by  increasing  all  spend¬ 
ing  3%. 

And,  as  Sen.  Proxmire  points  out,  the 
3%  figure  is  based  on  the  unlikely 
assumption  that  Congress  will  approve  all 
of  Carter’s  proposed  FY1979  supplemen¬ 
tal  military  funding.  If  Congress  approves 
only  the  FY79  planned  pay  increases,  the 
real  increase  in  the  military  budget  would 
by  4.4%. 

Is  Carter  making  progress  toward 
“Zero  Nuclear  Weapons”?  No.  he  is 

moving  rapidly  in  the  opposite  direction. 
Despite  huge  U.S.  stockpiles  of  more  than 
30,000  nuclear  warheads,  he  is  requesting 
12%  more  than  last  year  to  produce 
nuclear  warheads. 

More  importantly,  the  Carter  Adminis¬ 
tration  has  just  made  an  important  policy 
shift.  Defense  Secy.  Brown,  in  his  report 
to  Congress  jan.  25,  announced  that  the 
U.S.  is  preparing  to  be  able  to  fight  a 
"limited”  nuclear  war  with  the  U.S.S.R.  as 
well  as  an  all-out  exchange. 

The  limited  nuclear  war  doctrine  has 
two  potentially  disastrous  consequences. 
Making  nuclear  war  more  "thinkable” 
makes  it  more  likely.  Also  the  plan  is 
based  on  the  unrealistic  assumption  that 
such  a  war  can  remain  "limited.”  This 
irrational  and  inflammable  policy  as¬ 
sumes  that  U.S.  political  and  military 
leaders,  confronted  with  Soviet  nuclear 
bombs  exploding  over  the  U.S.,  would 
"reply  in  a  controlled  and  deliberate 
way”  depending  on  "the  nature  and  scale 
of  the  provocation.” 


Moreover,  as  new,  more  powerful,  and 
(Continued  on  p.  3) 

RETURN  OF  MILITARY  DRAFT? 

Draft  proponents  are  mounting  a 
strenuous  compaign  to  begin  draft 
registration.  This  is  the  first  step  toward 
the  return  of  conscription.  Proposals 
for  compulsory  national  service  are 
also  being  pushed. 

Now  is  the  time  to  state  your  strong 
^opposition  to  your  Representative 

and  Senators.  (Write  for  FCNL 
Legislative  Memo  on  the  draft  for 
more  details.) 


MILITARY  SPENDING 

(in  millions) 

Budget  Authority* 

FY79  FY80 

Outlays** 

FY79  FY80 

Department  of  Defense 

$125,209 

$135,041 

$111,900 

$122,700 

Department  of  Energy  (nuclear 

2,614 

3,022 

2,509 

2,968 

weapons) 

Related  activities  (civil  defense. 

94 

183 

97 

166 

Selective  Service,  strategic 
stockpiles) 

Foreign  military  aid,  training,  sales 

653 

560 

577 

516 

TOTAL 

$128,570 

$138,806 

$115,083 

$126,350 

*  "Budget  Authority”  authorizes  current  or  future  government  spending.  Congress  approves  budget 
authority  in  appropriation  bills  and  in  contract  and  borrowing  authority. 


••  "Outlays”  are  Executive  Branch  estimates  of  funds  to  be  spent  in  a  particular  year  from  current  and 
past  budget  authority. 


A  40%  CUT  FOR  THE  MILITARY? 


FCNL  Washington  Newsletter,  March  1979 


Page  3 


•HE’S  OH  A  SPECIAt  PlBT* 


Arms  (cont.  from  p.  2) 

more  precise  nuclear  weapons  like  the 
"M-X”  are  targeted  on  Soviet  missile  sites, 
they  appear  to  the  Soviets  as  preparation 
for  a  U.S.  first  strike.  As  both  forces  build 
first-strike  weapons,  the  nuclear  arms 
race  is  on  a  hair  trigger. 

The  M-X  missile,  now  in  the  develop¬ 
ment  stage,  could  deliver  within  400  feet 
of  its  target  6  to  10  warheads,  each  more 
than  20  times  as  powerful  as  the 
Hiroshima  bomb.  Carter  initially  delayed 
the  M-X  program,  but  is  now  pushing 
ahead  rapidly.  The  ultimate  price  tag:  $30 
billion  or  more. 

Does  U.S.  military  spending  con¬ 
tribute  to  inflation?  Yes.  The  federal 
deficit  is  inflationary,  and  the  Pentagon  is 
the  biggest  single  contributor  to  it. 

Moreover,  military  spending  “is  more 
inflationary  than  other  government 
spending,”  according  to  Gordon  Adams 
of  Rutgers  University,  writing  in  the  Feb.  1 
Christian  Science  Monitor,  “because  of 
the  notorious  waste  and  inefficiency  of 
defense  contracting.” 

In  addition,  according  to  an  Aug.  30 
analysis  by  the  Wall  Street  Journal, 
military  spending  is  “particularly  in¬ 
flation-producing  because  it  puts  money 
in  the  hands  of  defense  plant  workers,  but 
does  not  expand  the  supply  of  goods 
available  for  consumption  in  the  mar¬ 
ketplace.  Military  production  also  creates 
fewer  jobs  per  dollar  than  many  types  of 
useful  civilian  work  and  diverts  research 
brain  power  and  dollars  from  the  civilian 
sector. 

Is  the  Pentagon  Number  One?  Yes, 
in  federal  employment.  Three  out  of 
five — 3  million  of  the  4.9  million — federal 
employees  are  military  personnel  or  civil¬ 
ian  employees  of  the  Dept,  of  Defense. 


Yes,  in  using  federal  research  and 
development  funds.  Of  the  total  $30.6 
billion,  the  Defense  Dept,  takes  $13.8 
billion;  the  Energy  Dept.'s  nuclear  wea¬ 
pons  program  takes  another  $1.2  billion. 

The  Pentagon  also  has  more  than  $20 
billion  in  “unobligated  funds,”  sched¬ 
uled  to  grow  to  more  than  $23  billion  by 
the  end  of  1980,  and  an  additional  $52 
billion  in  “obligated  funds”  for  contracts 


Will  there  be  a  ^^Transfer  Amend¬ 
ment*’  in  1979?  For  the  past  three  years, 
members  of  Congress  have  used  the  new 
Congressional  budget  process  to  offer 
amendments  reducing  “national  de¬ 
fense”  spending  and  allocating  the  funds 
to  various  urgently  needed  civilian 
programs.  Sen.  George  McGovern  SD 
announced  Jan.  25  he  intends  to  work  for 
a  transfer  amendment  in  the  Senate,  and 
House  sponsorship  seems  assured — 
though  the  size  and  allocations  of  the 
amendments  are  not  yet  known.  In 
writing  to  members  of  Congress  urge 
them  to  vote  for  a  transfer  amendment 
as  one  specific  way  to  change  national 
^  priorities  from  war  to  peaceful 
purposes. 


INDIAN  HEALTH— 

A  LOW  PRIORITY? 

Indians  have  the  highest  infant  mor¬ 
tality  rate  and  the  lowest  life  expectancy 
of  any  group  in  the  U.S.  The  Indian  Health 
Care  Improvement  Act  of  1976  was  meant 
to  help  eliminate  the  tremendous  medi¬ 
cal  case  backlog,  bring  Indian  health  up 
to  acceptable  levels,  and  encourage 
Indian  participation  in  this  process.  This 
will  not  happen  unless  Congress  ap¬ 
propriates  more  money  than  the  Presi¬ 
dent  has  requested  in  the  proposed  FY80 
budget. 

In  less  than  SVi  hours,  the  Pentagon 
uses  the  same  amount  of  money  that  is 
proposed  for  Indian  health  care  for  one 
year — $84.4  million. 

Drastic  reductions  are  proposed  in  Title 
III — Health  Facilities.  It  is  understood  that 
no  new  construction  would  be  approved, 
and  completion  of  some  hospitals  already 
begun  would  be  postponed. 

Funding  would  be  continued  at  present 
levels  for  Health  Services,  Urban  Indian 
health  programs,  and  Indian  Health 
Manpower  training.  Constant  dollars 
imply  about  a  10%  cut  in  programs. 


Work  and  Training 

Inflation  hurts  everybody,  so  the  story 
goes.  Limiting  inflation  by  reducing  the 
flow  of  federal  funds  into  the  economy 
surely  then  should  work  to  everyone's 
advantage.  Yet  when  the  severest  bud¬ 
getary  cuts  are  made  in  human  services 
and  social  programs  such  as  employment 
and  training  activities,  the  logic  becomes 
a  bit  harder  to  affirm. 

The  President  says  the  reductions  won't 
be  harmful  because  the  stripped-down 
programs  will  focus  on  the  disadvantaged 
and  will  eliminate  waste.  The  goals  are 
laudable,  but  many  critics  feel  the  cuts  are 
dangerous  and  inhumane  given  the 
current  economic  climate.  The  last  resorts 
of  unemployment  compensation  and 
welfare  receipts  do  not  adequately 
address  people's  desire  for  work. 

SELECTED  BUDGET  REQUESTS 

BUDGET  AUTHORITY 

(in  millions) 

PROGRAM  Pr79  FY80 

_ estimate  requests 

Comprehensive  $10,645  $9,032 

Employment  and  Training 
Act  (CETA)— Total 

including: 

Public  Service  Employment 


(PSE)  for: 

long-term  unempl. 

2,517 

2,536 

temporarily  unempl. 

3,475 

2,191 

Total  PSE  Job  Slots  down  from  625,000 

in  FY79  to  467,000  by  end  of 

FY80 

Private  Sector  Supplemental 

400 

Estimated  80,000  jobs  by 

end  of 

FY80 

Youth  Employment 

1,967 

1,925 

Programs — Total 

job  Corps 

296 

416 

Job  Slots  up  from  30,300  to 

42,000 

Summer  Program 

740 

411 

Job  Slots  down  from  1  mil. 

to  750,000 

Unemployment  Comp.  $15,726  $15,710 

Supplemental  Security  $5,558  $6,3% 

Income — Aged,  Blind,  Disabled 

Aid  to  Families  with  $6,669  $6,868 

Dependent  Children 
(AFDC)  &  Related  Programs 

Trade  Adjustment  Assist.  $388  $421 

In  the  employment  area,  major  cuts 
center  in  the  drop  from  625,000  to 467,000 
Public  Service  Employment  (PSE)  job 
slots,  with  a  shift  from  emphasis  on  aid  for 
individuals  temporarily  out  of  work  to 
help  for  the  long-term  unemployed.  The 
Administration  hopes  that  employment 
tax  credits  and  a  “Private  Sector  Initia¬ 
tive”  program  will  encourage  hiring  in 
private  business  and  industry.  It  also 
proposes  a  major  expansion  of  the 
Economic  Development  Administration 
(Continued  on  p.  4) 
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Work  (cont.  from  p.  3) 

to  provide  for  increased  loan  guarantees 
and  grants  to  business  firms  locating  in 
economically  disadvantaged  areas. 

Even  if  the  Administration’s  shift  in 
emphasis  is  effective,  unemployment  is 
expected  to  rise — from  the  current  5.7% 
to  6.2%,  according  to  the  Administration, 
with  other  analysts  predicting  still  higher 
rates.  Meanwhile,  inflation  may  not  be 
reduced.  Many  critics  question  re¬ 
ducing  PSE  when  the  wages  of  these 
workers  are  so  low  as  to  have  little 
inflationary  impact  whether  cut,  main¬ 
tained,  or  even  increased. 

Where  lies  the  path  to  socially 
constructive  jobs?  New  approaches  to 
training  are  needed  in  local  school 
systems  as  well  as  in  government  pro¬ 
grams.  Professor  Martin  Neal  Baily  of  Yale 
University  has  chided  critics  for  being  too 
quick  to  find  fault  with  CETA  when  long 
and  expensive  schooling  can  leave 
potential  workers  as  skill-less  in  the  job 
market  as  CETA’s  one-year  training 
programs. 

Counseling,  education,  and  training 
should  address  the  individual  worker's 
needs  and  attempt  to  reconcile  them  with 
social  goals. 

Special  Problem  Areas 

YOUTH.  In  the  past  decade,  the  baby 
boom  generation  has  moved  into  its  teens 
and  swarmed  into  an  unprepared  labor 
market.  By  1977,  the  unemployment  rate 
for  white  teenagers  had  risen  to  11.9%  for 
males  and  15.9%  for  females;  for  minori¬ 
ties,  it  was  still  worse — 32.7%  for  males 
and  39.9%  for  females. 

Few  jobs  are  available  in  the  central  city 
and  poor  rural  areas  where  youth  are 
concentrated.  The  jobs  youth  do  manage 
to  find  often  are  of  short  duration. 
Employers  are  reluctant  to  hire  workers 
seen  as  “unskilled,  undisciplined,  and 
unproductive”;  consequently  they  hire 
youth  for  low-quality  jobs  at  low  wages 
and,  expecting  a  high  quitting  rate,  offer 
little  training.  The  youth  leave  having 
acquired  no  skills  and  being  in  no  better 
position  to  take  another  job.  Federal 
youth  programs  may  not  be  entirely 
successful  in  handling  this  cycle,  yet  they 
did  provide  between  30  and  40%  of  the 
jobs  found  for  minority  teens  in  FY78. 

WOMEN,  who  represent  63%  of  the 
poor  in  the  country,  have  been  flocking 
into  the  labor  force  in  ever-increasing 
numbers  since  World  War  II.  Today  some 
42.1  million  American  women,  over  50% 
of  the  female  population,  are  working  or 
wanting  to  work  outside  the  home.  80% 


of  employed  women  still  are  clustered  in 
low-income,  low-status  jobs. 

•  Initiatives  in  skill-training,  labor 
force  counseling,  and  education  in  non- 
traditional  jobs  for  women  repeatedly  are 
called  for.  While  CETA  has  been  faulted 
for  providing  “little  meaningful  educa¬ 
tion”  and  tending  to  “perpetuate  oc¬ 
cupational  segregation,”  the  1978  CETA 
amendments  are  promising  in  their 
requirement  that  women  be  trained  in 
non-traditional  jobs. 

•  While  it  shouldn't  be  unique  to 
women,  the  feature  that  most  pervasively 
affects  women’s  employment  is  family 
responsibility.  Federal  programs  have 
begun  to  address  the  need  for  child  care 
assistance  through  direct  aid  to  welfare 
families  and  tax  credits  to  middle- 
and  upper-income  families.  A  more 
comprehensive  program  is  essential  to 
help  low-income  working  parents  and  to 
ensure  that  loving  child  care  is  available 
on  a  wider  basis. 

•  Alternative  work  scheduling  such  as 
flexitime  and  part-time  work  arrange¬ 
ments  would  also  help  correlate  family 
and  employment  responsibilities.  The 
1978  CETA  amendments  require  that  all 
CETA  programs  consider  such  arrange¬ 
ments. 

•  ERA  ratification  would  serve  as  the 
foundation  for  all  moves  toward  equi¬ 
table  employment  for  women. 

•  Women's  groups  are  encouraging 
Congress  to  assess  each  piece  of  legis¬ 
lation  for  its  potential  impact  upon 
women. 

ECONOMIC  DISLOCATION.  Conver¬ 
ting  from  military  production.  While 
several  bills  that  would  aid  workers 
displaced  by  reduced  defense  contracts 
have  been  or  are  expected  to  be 
reintroduced  during  the  96th  Congress, 
the  only  budgetary  item  designated  for 
conversion  purposes  is  the  $1.6  million 
requested  for  the  Dept,  of  Defense’s 
Office  of  Economic  Adjustment. 

Freer  Trade.  Deputy  Undersecy,  of 
Labor  Howard  Samuel  remarks,  “Al¬ 
though  trade  may  bring  benefits  to  the 
nation  as  whole,  it  also  imposes  special 
burdens  on  some.  Generally,  these 
burdens  fall  on  those  least  able  to  bear 
them;  the  unskilled,  minorities,  women 
workers,  the  disadvantaged.  One  of  our 
obligations  is  to  make  sure  that  a  society 
which  reaps  the  benefits  from  an  open 
trading  system  is  willing  to  compensate, 
adequately  and  effectively,  those  who 
bear  the  costs.” 

S.  227  and  H.R.  1543  currently  before 
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Congress  would  expand  and  improve 
trade  adjustment  assistance  programs  for 
workers  and  firms.  The  more  liberal 
House  bill  has  received  qualified  support 
from  most  unions  and  organizations 
interested  in  trade.  The  United  Steel¬ 
workers  agree  that  Congress  should  stress 
employment  service  and  training  aspects 
rather  than  money  benefits  alone. 

The  U.S.  Council  for  an  Open  World 
Economy  suggests  that  a  “balanced, 
effective  adjustment  strategy”  would 
include  a  full-employment  policy  to 
ensure  the  availability  of  jobs  to  import- 
impacted  workers,  industry-adjustment 
stategies  to  aid  impacted  industries,  and 
“an  overall  national  adjustment  strategy 
affecting  capital  formation,  research  and 
development,  productivity,  etc.” 

In  a  similar  vein,  but  recognizing  the 
need  for  international  awareness  and 
compliance  with  these  policy  objectives, 
Nat  Weinberg  of  the  UAW  has  called  for 
an  international  move  to  full  employ¬ 
ment.  He  suggests  the  establishment  of  an 
international  fund,  collected  through  a 
small  tax  on  exports,  out  of  which 
adjustment  assistance  payments  could  be 
made  when  free  trade  adversely  affects  a 
country’s  workers. 

Devel.  Aid  (cont.  from  p.  5) 

ganization  for  Economic  Cooperation 
and  Development  are  the  major  donors 
to  world  development.  About  three 
fourths  of  its  17  members  contribute  a 
higher  proportion  of  their  GNP  than  the 
U.S. — and  have  since  1970.  Their  col¬ 
lective  contributions  to  aid  show  the 
same  pattern  as  the  U.S.:  a  long-term 
decline  in  ODA/GNP,  from  .54%  in  1961 
to  .31%  in  1977,  with  an  apparent  slight 
increase  in  the  past  two  years. 

While  the  Administration  has  increased 
its  requests  for  development  assistance. 
Congress  has  faltered  in  its  commitment. 

It  has  not  only  adopted  the  Helms 
Amendment  (see  January  Newsletter), 
but  failed  to  appropriate  sufficient  funds 
to  meet  total  U.S.  pledges  to  the 
international  financial  institutions.  Con¬ 
sequently,  about  one  third  of  the  FY80 
requests  are  for  past  pledges  for  which 
funds  have  yet  to  be  appropriated. 

Debate  in  Congress  will  also  probably 
include  sharp  questioning  about  the 
effectiveness  of  development  assistance, 
both  bilateral  and  multilateral,  and  the 
depth  of  commitment  to  the  New 
Directions  mandate  in  the  actual  pro¬ 
gramming  of  economic  aid. 
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Development  Assistance  in  Perspective 


U.S.  Foreign  Economic  and  Financial  Assistance 
FY80  Budget  Authority  Requests  (in  billions) 


The  FY80  request  for  official  develop¬ 
ment  assistance  (ODA)  reflects  the 
Administration's  apparent  commitment 
to  the  “New  Directions”  approach  to 
development  aid.  New  Directions,  set 
forth  by  Congress  in  1973,  implies  much 
greater  attention  to  meeting  basic  needs 
of  the  poor  majority. 

Measured  as  ability  to  contribute,  this 
request  would  represent  a  one-quarter 
increase  since  1977,  from  .23%  of  Gross 
National  Product  (GNP)  to  .29%. 

Such  a  recent  improvement  should  be 
seen  against  a  long-term  decline,  from 
.56%  ODA/GNP  in  1962  to  a  low  of  .23%  in 
1977.  This  overall  decline  in  economic 
assistance  is  even  more  dramatic  when 
compared  to  the  3%  of  GNP  contributed 
to  the  Marshall  Plan  only  a  generation 
ago. 

U.S.  aid  is  well  below  the  UN  target  of 
.7%  GNP  for  ODA  from  each  donor 
nation  set  in  the  First  Development 
Decade  and  far  below  the  2%  figure 
called  for  by  FCNL. 


Security  Supporting  Assistance 
Bilateral  Development  Assistance 
International  Organizations  and  Programs 
Multilateral  aid  in  four  categories: 

1.  Development  Technical  Assistance 

2.  Humanitarian  Needs,  e.g.,  UNICEF 

3.  International  Scientific  Cooperation 
Education  and  Research 

International  Financial  Institutions 
(Multilateral  Development  Banks) 

($1,783,  or  49%,  of  which  is  callable  capital, 
none  of  which  has  ever  been  called) 

P.L.  480  "Food  for  Peace” 

Other  Expenditures 

TOTAL  (=  .33%  GNP) 

•Includes  pending  supplemental  appropriations 

Even  if  Congress  should  fulfill  the 
President’s  request  for  economic  as¬ 
sistance,  the  United  States  would  not 
appear  generous  when  compared  to  the 


Changes 

FY80 

from  FY79* 

$1,995 

+  4% 

$1,773 

+  14% 

$.277 

+  6.5% 

$3,625  +44% 


$  .719  -  10.7% 

$  .339  - 


$8,728  +  18% 

member-nations  of  the  Development 
Assistance  Cmte.  This  group  of  western 
industrialized  nations  under  the  Or- 
(Continued  on  p.  4) 


“From  Flim  That  Flath  Not...” 


In  projecting  budget  needs  to  meet 
rural  poverty,  the  Administration  "will 
focus  on  two  key  objectives:  (1)  to 
increase  the  capability  of  local  govern¬ 
ments  to  provide. ..public  services...;  and 
(2)  more  effective  support  for  private 
sector  economic  development....” 

So  far  as  rural  communities  are 
concerned,  the  first  objective  seems  to 


have  given  way  to  anti-inflation  goals.  The 
second  will  be  achieved  through  grants, 
loan  guarantees,  and  interest  subsidies  to 
businesses  willing  to  locate  or  stay  in  rural 
areas. 

With  a  couple  of  exceptions,  rural 
development  programs  administered  by 
the  Farmers'  Home  Administration  would 
be  reduced  from  1979  levels. 

•  The  largest  program,  for  rural  water 
and  waste  disposal  grants,  would  be 
reduced  by  6%;  the  number  of  grants  by 
16%  (from  $282.5  million  to  $265  million; 
1,255  grants  to  1,060). 

•  A  small  program  of  grants  for 
industrial  site  development  would  be 
maintained  at  a  constant  $10  million. 


•  Modest  programs  of  grants  for  rural 
development  planning  ($5  million)  and 
rural  community  fire  protection  ($3.5 
million)  would  be  dropped.  Congress 
funded  these  over  Administration  ob¬ 
jections  last  year. 

•  Guaranteed  loans  for  water  and 
waste  disposal  systems  would  be  cut  from 
$900  million  to  $700  million,  in  the  face  of 
a  backlog  of  applications;  those  for 


community  facilities  would  stay  at  $250 
million.  Guaranteed  loans  for  industrial 
development  would  be  cut  from  $1.1  to 
$1.0  billion.  Overall,  the  total  of  these 
loan  programs  would  be  reduced  by  14%; 
their  number  by  20%. 


The  Administration  suggests  that  local 
goverments  use  Community  Develop¬ 
ment  block  grant  funds  to  replace  cuts. 
But  the  national  total  for  these  grants  is 
$3.9  billion,  only  a  4%  increase  over 
FY1979. 

Rural  Flousing.  Similarly,  nearly  all  rural 
housing  programs  administered  through 
Farmers'  Home  Administration  would  be 
scaled  back,  even  though  a  dispropor¬ 
tionate  share  of  substandard  housing  is 
still  found  in  rural  areas.  This  is  especially 
disappointing  after  apparent  progress  in 
FY1979.  Although  Carter  speaks  of  direct¬ 
ing  aid  toward  the  most  severe  need  and 
does  propose  an  increase  in  the  very  low- 
income  housing  repair  grants,  he  also 
proposes  severe  cuts  in  grants  for  rural 
housing  for  domestic  farm  laborers  and 
for  mutual  self-help  housing.  The  Ameri¬ 
can  Friends  Service  Cmte.  has  been  active 
in  the  latter  program. 


FEDERALLY  ASSISTED  RURAL  HOUSING  (FHA) 

(Thousand  units) 


FY1978 

FY1979  (est.) 

FY1980  (est.) 

Subsidized  housing  loans 

98.1 

117.5 

110.2 

Unsubsidized  guaranteed  loans 

41.6 

49.7 

33.6 

Total  FHA  loans 

139.7 

167.2 

*143.8 

Rural  rental  assistance  payments 

20.0 

23.0 

20.0 

Homeowners  assistance  payments 

— 

— 

15.1 

•To  this  decline  should  be  added  a  decrease  of  about  14,000  in  the  number  of  rural  housing  units  assisted 
through  the  Dept,  of  Housing  and  Urban  Development.  The  number  of  public  housing  units  for  Indians  would 
be  reduced  by  one  third,  from  6,000  to  4,000. 


The  decreases  reflect  the  need  for  restraint  to  achieve  the 
administration's  anti-inflation  objectives. 

—  The  Budget,  p.  172. 
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"To  Him  Who  Hath... 


In  addition  to  analyzing  the  allocation 
of  federal  tax  receipts,  the  American 
public  should  continue  to  protest  a  tax 
system  which  allows  businessmen  to 
deduct  several  billions  of  dollars  a  year  for 
wining  and  dining  customers  and  nearly 
$30  billion  for  advertising  costs.  Such 
deductions  are  considered  “ordinary  and 
necessary"  business  expenses  and  a  part 
of  the  normal  tax  structure. 

The  defects  in  the  normal  tax  structure 
are  often  compounded  by  special  ex¬ 
ceptions — exclusions  and  deductions — 
written  into  the  tax  code.  These  special 
exceptions  have  been  justified  as  en¬ 
couraging  economic  growth  or  as  re¬ 
ducing  tax  liabilities  for  individuals  in 
special  circumstances,  e.g.,  the  elderly. 
Revenue  lost  as  a  result  is  called  “tax 
expenditures”  and  totals  more  than  $100 
billion  a  year. 

Very  little  attention  is  paid  to  these 
expenditures.  The  federal  budget  has 
only  recently  begun  to  include  estimates 
of  revenue  losses  attributable  to  tax 
expenditures,  but  “does  not  attempt  to 
evaluate  their  effectiveness." 

Some  aspects  to  consider: 

EFFECT  ON  JOB  CREATION.  The 
investment  tax  credit  was  adopted  in  1962 
to  stimulate  investment  and  economic 
growth.  Since  most  of  the  credit  is  applied 
to  investments  in  durable  equipment,  it 
may  have  encouraged  the  replacement  of 
people  by  machines.  Capital-intensive 
businesses  such  as  manufacturing  firms 
and  utilities  have  benefited  the  most  from 
accelerated  depreciation. 

EFFECT  ON  THE  POOR.  The  primary 
beneficiaries  of  the  exclusion  of  pension 


and  medical  contributions  are  middle- 
and  upper-income  groups.  Although  the 
elderly  poor  receive  a  large  share  of  the 
Social  Security  benefits,  the  fact  that  this 
income  is  tax  exempt  helps  Social  Security 
recipients  with  substantial  taxable  in¬ 
come.  Middle-income  taxpayers  are  the 
major  beneficiaries  of  the  exclusion 
allowing  personal  life  insurance  to  be 
partly  purchased  with  tax-free  interest 
income. 


Some  Important  Tax  Expenditures 
Fiscal  1980,  Estimates  (billions) 


Description 

S  ^ 

Asset  depreciation 

$  2.9  $  0.2 

Investment  credit 

$15.4  $  3.1 

Reduced  rates  on 

$6.9 - 

$100,000  of  corporate 
income 

Capital  gains 

$  1.0  $22.3 

Maximum  tax 

- $  1.6 

Interest  on  consumer  credit 

- $  2.9 

Pension  contributions/ 

- $17.8 

interest  on  life  insurance 

Social  Security/credit 

- $  9.6 

elderly 

Employer  contributions  for 

- $  9.6 

medical  insurance 

Medical  expenses 

- $  3.1 

Unemployment  benefits 

- $  1.9 

Parental  exemption  for 

-  $  1.0 

students  19  and  over 

Owner-occupied  homes — 

- $14.6 

mortgage  interest, 
property  taxes 

State  and  local  non-business 

- $12.4 

taxes 

Charitable  contributions 

$  1.0  $  8.0 
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An  estimated  70%  of  the  savings  from 
capital  gains  goes  to  those  with  incomes 
of  $50,000  or  more,  although  only  2%  of 
individual  income  tax  returns  fall  within 
this  category. 

Because  higher  income  taxpayers  more 
often  itemize  deductions,  they  are  more 
likely  to  benefit  from  deductibility  of 
interest  on  consumer  credit  than  are 
taxpayers  in  lower  brackets.  A  more 
general  criticism  might  be  that  the 
deduction  as  a  whole  encourages  glut¬ 
tonous  spending. 

Provisions  allowing  deduction  of  mort¬ 
gage  interest  and  property  taxes  on 
owner-occupied  homes  are  the  subject  of 
continuing  controversy.  Poor  taxpayers 
receive  very  little  aid  from  these  pro¬ 
visions.  In  addition,  some  observers 
suggest  that  the  major  beneficiaries  are 
the  mortgage  lenders,  developers,  and 
realtors — that  home  prices  have  been 
increased  to  offset  the  tax  benefit.  To  the 
extent  that  the  deductibility  of  state  and 
local  property  taxes  allows  these  taxes  to 
be  higher  than  they  would  otherwise  be, 
the  provision  has  an  effect  similar  to  a 
revenue-sharing  program. 

CHARITABLE  CONTRIBUTIONS.  This 
deduction  was  added  during  a  discussion 
on  the  Senate  floor  in  1917.  It  was  justified 
on  the  grounds  that  the  war  had  had  an 
adverse  impact  on  the  flow  of  funds  to 
charitable  organizations.  From  40%  to 
70%  of  the  benefits  from  this  deduction 
flow  to  the  charities  of  donors  with 
incomes  above  $50,000. 

According  to  some  studies,  the  deduc¬ 
tion  may  skew  donations  toward  educa¬ 
tional  and  hospital  giving  and  away  from 
religious  and  welfare  philanthropies. 
Contributors  to  religious  organizations 
are  far  more  likely  to  have  small  incomes 
than  contributors  to  hospitals,  the  arts, 
and  educational  institutions. 


THE  FRIENDS  COMMITTEE  ON  NATION¬ 
AL  LEGISLATION  includes  Friends  ap¬ 
pointed  by  24  Friends  Yearly  Meetings  and 
by  11  other  Friends’  organizations  in  the 
United  States.  Expressions  of  views  in  the 
FCNL  WASHINGTON  NEWSLETTER  are 
guided  by  the  Statement  of  Policy,  pre¬ 
pared  and  approved  by  the  Committee. 
Seeking  to  follow  the  leadings  of  the  Spirit, 
the  FCNL  speaks  for  itself  and  for  like- 
minded  Friends.  No  organization  can  speak 
officially  for  the  Religious  Society  of 
Friends. 

FCNL  WASHINGTON  NEWSLETTER.  Con¬ 
tributors  to  this  issue  include  Edward 
Snyder,  Frances  Neely,  Don  Reeves,  Nick 
Block,  Jan  Harmon,  William  Marsden, 
Christina  Miller,  Elizabeth  Schutt,  Paul 
Tabor,  Sharon  Martin.  245  Second  St.,  N.E., 
Washington,  DC  20002.  Subscription  price 
$10  per  year.  Published  monthly  except 
August. 
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